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Pursuant to Sections 288.2(a) and 288.4 (a), (b) and (c) of Regulation AFDB adopted
pursuant to Section 9(a) of the African Development Bank Act, the African Development

Bank hereby submits the information described below.

QUARTER ENDED 31 DECEMBER 2006 {the “Quarter”)
AFRICAN DEVELOPMENT BANK (the "Bank")
TUNIS, TUNISIA

1. information concerning any purchases or sales by the Bank of its primary
obligations during the Quarter:

The Bank borrowed the following amounts under its Global Debt issuance

Facility:
DESCRIPTION TRADE VALUE | MATURITY AMOUNT IN CALL DATE | DEALER
DATE DATE DATE CURRENCY

ZAR 1.3 Billion Uridashi 5-Oct-06 12-Oct-06 | 14-Oct-09 ZAR 1,300,000,000 Bullet Daiwa
Notes due Qctober 2009
GHC 414.9 Billion 12.00% | 12-Oct-06 | 19-Oct-06 | 19-Oct-08 | GHC 414,900,000,000 Bullet Standard
due QOctober 2008 Public Charted
AUD 60 Million 5.42%
Uridashi Notes due 18-0Oct-06 | 31-Oct-06 | 2-Nov-09 AUD 60,000,000 Bullet Mitsubishi
November 2009
JPY 1.0 Billion Step Up
Callable Notes due 24-Oct-06 | 15-Nov-06 | 15-Nov-16 JPY 1,000,000,000 | 15-May-07 Mizuho
November 2016 SN
JPY 200 million PRDC
Notes due November 25-Oct-06 | 14-Nov-06 | 14-Nov-36 JPY 200,000,000 14-Nov-07 Daiwa
2036
USD 500 Million 4,875% 27-Oct-06 | 6-Nov-06 6-Nov-09 USsD 500,000,000 Bullet Barclays
Global Notes due Daiwa
November 2009

13, Avenue du Ghana, Angle des Rues Pierre de Coubertin et Hédi Nouira - BP 323 - Tunis Belvédére 1002 - Tunisie
Tel: (216) 71 333 511 — Fax : {(216) 71 330 632 - Internet: www.aidb.org.
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during the Quarter:
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DESCRIPTION AMOUNT OUTSTANDING TRADE VALUE DEALER
REDEEMED AMOUNT DATE DATE
CAD 1.5 billion Uridashi due | CAD 141.5 million CAD 769.0 May-03 24-Jun- Daiwa
July 2015 million 03
JPY 300 milli ‘Q 17-Nov-04 | 12-Aug- Mizuh

JPY300 Million PRDC due 0 millon o sy | Mzao
December 2034
2. Two copies of any material modifications or amendments during the Quarter of any

exhibits (other than as described in the parenthetical in Section 288.2(a)(3) of

Regulation AFDB) previously filed with the Commission under any statute:

No material modifications or amendments of any exhibits previously filed

with the Commission under any statute were made during the Quarter.

3. Attached hereto please find two copies of the African Development Bank’s
Annual Report 2006.

Pursuant to the requirement of Section 288.4(a) of Regulation
AFDB, this Report has been signed on behalf of the African
Development Bank by the undersigned who is a duly authorized

officer thereof.

Yours faithfully,

Stefan Nalletamby

Treasurer

13, Avenue du Ghana, Angle des Rues Pierre de Coubertin et Hédi Nouira - BP 323 - Tunis Belvédére 1002 - Tunisie
Tel: (216) 71 333 511~ Fax : (216) 71 330 632 ~ Internet: www.afdb.org.
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The African Development Bank Group

Constituent Institutions

The African Developmeni Bank (ADB)
The African Developmeni Fund (ADF)
the Nigeria Trust Fund (NTF)

Shareholders 53 African countries {regional member countries)
24 non-African countries {non-regional member countries)
Mission To promote sustainable economic and social development and reduce

poverty in its regional member countries

Authorized Capital on December 31, 2006

UA 21.87 billien
Subscribed Capital on December 31, 2006 | UA 21.79 billion
Paid-up Capital on December 31, 2006 UA 2.36 billion

Approved Operations, 2006

Of which:
Loans
Grants
HIPC
Post Conflict Country Facility
Guarantee

122 operations totaling UA 2.5 billion, financed as follows:
ADB: UA 1.05 hillion
ADF: UA 1.54 billion
NTF: -

UA 1.82 billion {44 operations)
UA 492.4 million {70 operations}
UA 257.5 million {6 operations)
UA 15.6 million {1 operation)
UA 8.8 million (1 operation)

Sector Approvals, 2006

Infrastructure: UA 857.7 million (37.2 percent of total)

Finance: UA 495.1 million (21.5 percent of total)

Multisector: UA 414.3 million {17.9 percent of total)

Social Sector: UA 244.3 million (10.6 percent of total)

Agriculture and Rural Development: UA 240.7 miillion (10.4 percent of total)

industry, Mining, and Quarrying: UA 55.9 million {2.4 percent of total)

Total Cumulative Approvals, 1967-2006

3,102 ioans and grants totaling UA 39.00 billian,
of which UA 2.11 billion was in grants
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The African Development Bank Group

The overarching objective of the African Development Bank Group is to spur sustainable economic development

Comprises
The African Development Bank
The African Development Fund
The Nigeria Trust Fund

N

and social progress in its regional member countries, thus contributing to poverty reduction. The Bank Group
achieves this objective by (i} mobilizing and atlocating resources—for investment in RMCs; and (i) providing palicy advice
and technical assistance—to support development efforts.

The African Development Bank

The ADB is a multilateral development bank
whose shareholders comprise 53 Afiican
countries (RMCs} and 24 non-African coun-
tries (non-regional member countries—non-
RMCs). It was established in 1964 and offi-
cially began operations in 1967. It is head-
quartered in Abidjan, Cote d'lvoire; how-
ever, because of political instability in Céte
d'lvoire, the ADB Governors” Consultative
Committee {GCC), at a meeting in February
2003 in Accra, Ghana, decided to move the
Bank to its current temporary locaticn in
Tunis, Tunisia.

The Bank Group's primary objective is o
promote sustainable economic growth
to reduce poverty in Africa. It achieves
this objective by financing a broad range
of development projects and programs
through (i} public sector loans (including
policy-based loans), private sectar loans,
and equity investments; (i) technical assist-
ance for institutional support projects and
programs; (i) public and private capital
investment; (iv) assistance in coordinating
RMC development policies and plans; and
(v} grants of up to US$500,000 in emer-
gency support. The Bank prioritizes national
and multinational projects and programs
that promote regional economic coopera-
tion and integration.

The Agreement Establishing the African
Development Bank (the Agreement) des-

Annual Report 2006

ignates the Board of Governors as the
institution’s highest poicy-making organ,
with one representative from each member
country. The Board of Governors issues
general directives on the Bank's opera-
tions and approves amendments to the
Agreement, the admission of new mem-
bers, and increases to the Bank's capital,
The Board elects an 18-member Board of
Directors to which it delegates its pow-
ers, with the exception of those expressly
reserved to it in the Agreement. Twelve
Directors are elected from RMCs and 6 from
non-RMCs for a 3-year term, renewable for
one term. The Board of Directors oversees
all Bank operations.

The Boards of Governors elect the presi-
dent of the Bank Group for a 5-year term,
renewable for one term. The president, who
must be from a RMC, chairs the Board of
Directors, appoints vice-presidents—in con-
sultation with the Boards—and manages
the Bank’s daily operaticns.

The ADB provides loans to its dlients on non-
concessional terms. In 1997, it introduced 3
new loan products to meet the needs of its
clients; a single-currency variabfe-rate loan,
a single-currency floating-rate loan, and a
single-currency fixed rate loan. The interest
rate for the single-currency variable-rate
loan is based on the semi-annual average
cost of all outstanding Bank borrowings
specifically allocated 1o fund these loans.
The interest rate for the floating-rate loan is

A

based on the & month LIBOR in the basket
of currencies offered by the Bank. The rate
for fixed-rate loans is based on the Bank's
cost of borrowing to fund them. The repay-
ment terms for Bank loans are as follows:

s Repayment period of up io 20 years,
including a grace period not exceeding
5 years for public sector loans;

e Repayment period of up to 14 years,
including & grace period not exceeding
4 years for publicly guaranteed lines of
credit; and

s Repayment period of 5 to 20 years,
including & grace pericd of 1 to 3 years
for private sector loans.

The African Development Fund

The ADF, which comprises the ADB and
State Participants, was created in 1973
and became operational in 1974. lts main
abjective is t0 reduce poverty in RMCs by
providing low-income RMCs with conces-
sional loans and grants for projects and
pragrams, and with technical assistance for
studies and cepacity-building activities.

The Agreement Establishing the African
Development Fund (ADF) designates the
Board of Governors as the Fund's high-
est policy-making organ. The Board of
Governgrs meaets at least once a year.
The ADF Board of Directors includes 6




Executive Directors from non-RMCs—
nominated by their constituencies—and ©
Executive Directors representing the ADB;
the Board oversees the general operations
of the Fund.

The Fund's resources come from contii-
butions and periodic replenishments by
participants, usually on a 3-year basis.
For ADF-X, which covers the 2005-2007
period, ADF Deputies agreed on a replen-
ishment level of UA 3.7 billion.

No interest is charged on ADF loans; how-
ever, the loans carry a semvice charge of
0.75 percent per annum on outstanding
balances, and a commitment fee of 0.50
percent per annum on undisbursed com-
mitments. Project loans have a 50-year
repayment period, including a 10-year
grace period. Lines of credit have a 20-
year repayment period with a 5-year grace
period.

The Nigeria Trust Fund

The NTF is a special ADB fund created in
1976 by agreement between the Bank
Group and the Government of the Federal
Republic of Nigeria. lts objective is to assist
the development efforis of low-income
RMCs whose economic and social condi-
tions and prospecis require concessional
financing. The NTF became operational
in April 1976 following approval of the
Agreement Establishing the Nigeria Trust
Fund by the Board of Governors. Its initial
capital of US$80.0 million was replenished
in 1981 with US3$71.0 million.

In April 2003, the ADB Board of Governors
cansidered and approved a number of pro-
posals aimed at enhancing the effective-
ness of the NTF. These proposals included
(i} adjusting the interest rate for NTF loans
from 4 percent to a 2-4 percent range,

to increase concessionality; (i) allocating
10 percent of NTF annual net income
as contribution to the HIPC Trust Fund;
{iii} appropriating NTF corpus resources
to finance activities under the Technical
Cooperation Agreement with the Bank
Group to support programs benefiting its
RMCs; and (iv) introducing more flexibility
in the invesiment of NTF resources, pend-
ing their use in financing projects.

In 2006, operations were suspended pend-
ing the findings of an in-depth assessment
of the NTF which started on November
28, 2006. The main objectives of the
evaluation are to (i} review the use of NTF
resources, (i) assess the performance of
the Bank and Nigeria in managing the NTF,
and (i) examine the terms of NTF financ-
ing in relation to the sustainability of NTF
as a Fund. The first report will be available
during the first quarter of 2007,
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The African Development Bank Group

TEMPORARY RELOCATION AGENCY

15, Avenue du Ghana

Angle des rues Pierre de Coubertin et Hedi Nouira
BP323

1002 Tunis Belvédere

TUNISIA

Telephone: (216} 71 333 511

Fax: (216) 71 351 933

PRESIDENT March 31, 2007

The Chairman

Boards of Governors
African Development Bank
African Development Fund

Dear Mr. Chairman:

In accordance with Article 32 of the Agreement Establishing the African Development Bank and Articles 8, 11, and 12 of the General
Regulations made thereunder, and pursuant to Article 26 of the Agreement Establishing the African Development Fund and Articles 8, 11,
and 12 of the General Regulations made thereunder, | have the honor, on behalf of the Boards of Directors of the Bank and of the Fund,
to submit the audited financial statements of the two institutions for the financial year ended December 31, 2006, and the administrative
budgets for the period commencing January 1, 2007, and ending December 31, 2007.

This joint report also review developments in the African economy and in the operational activities of the Bank Group
during 2006,

Please accept, Mr. Chairman, the assurances of my highest consjgeration.

Donald Kaberuka
President
African Development Bank
African Development Fund
and
Chairman
Boards of Directors
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The President and
the Executive Directors
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The Boards of Directors
Decamber 31, 2006

The Board of Directors of the African Development Bank
Chairman: Donald KABERUKA

Executive Directors

H.J.C. ANDZE-OLINGA {Cameroon)

+ F ARSENAULT (Canada)

0. BOUGARA {Algeria)

. PH. DACOURY-TABLEY {Cte d'Ivoire)

R. DEWDNEY (United Kingdom)

A, FONTES {Cape Verde}

P. E. GININDZA (Swaziland)

B.R. R. KUKUR! {Namibia)

F.B. L. MANSARAY (Sierra Leone}

C.5. PERRY (United States of America)

* F. PITTORE (haly)

F. SAMIR (Morocco)

M.L. SANI (Nigeria)

H.A. XHEDR {Egypt)

AT.TABIB (Libya)

AM.WIIG (Norway)

Y. YONEYAMA {Japan}

G.). ZIRIMWABAGABO {Rwanda)

Alternate Executive Directors

M.J. MOUTOU-KANGO (Congo)

Y.G. AL-BADER {Kuwait)

G.AF. GOMES (Guinea Bissau)

0., MBA OWONO (Equatcsial Guinea}
L.M. TALAPESSY {Netherlands)

0. SYLLA (Senegal)

A.C. GOMANI (Malawi)

AN. BYUMBE {Zimbabwe)

T.N. DOE (Liberia)

E. CARRERE {France)

M. BOUALLAGU! {Tunisia)

M. DE SOUSA (Sao Tome & Principe}
A_H. BAHDON (Djibouti)

Vacant

P.E. TRULSSON (Sweden)

C.B. BOLANG (Argentina)

P.A.G. SINON ({Seychelles)

The Board of Directors of the African Development Fund

‘ Chairman: Donald KABERUKA

- Executive Directors

F. ARSENAULT (Canada)
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Message From the President of the African Development Bank Group

and Chairman of the Boards of Directors

Donald Kaberuka
President of the African Development Bank Group

The year 2006 was one of progress for the
Afvican Development Bank Group, as it
sought to consolidate its financial soundness
and achievements and to scale up efforts to
enhance the effectiveness of its develop-
ment operations.

For Africa, it was a year of unprecedented
stability and continued impressive ecenomic
performance. Its real GDP grew at 55
percent, allowing the continent to record
its fongest period of econcmic growth
in the past two decades. Alihough this
growth is encouraging, it still fell short of
what is required to achieve the Millennium
Development Goal of halving the incidence
of extreme poverty by 2015. We must there-
fore redouble our efforts and seize the
opportunities provided by favorable interna
and external factors. The outlook is positive
in the light of peace, stability, stronger insti-
tutions, improved governance, debt cancella-
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tion, macroeconomic stability, and favorable
trends in the global economy.

In mid-2006, the Boards approved phase one
of institutional reforms aimed at strengthen-
ing the Bank Group's operational capacity
to stimulate sustained economic growth in
Africa. The new organizational structure will
enhance country focus, progressively shift
more resources to operations, and improve
strategic sefectivity in areas in which the
Bank should seek excellence, such as water,
infrastructure, governance, and knowledge
management.

The structure will also increase delegation
of authority to country offices and enhance
dialogue with RMCs while strengthening
fidudary contrals. The opening of 22 of
the 25 field offices in 2006 increased the
Bank’s visibility and its ability to work bet-
ter with partners. We will empower these
offices, tailor them to particular country
needs, ensure that they are accountable,
and that they produce results. The Office of
the Chief Economist-is laying the founda-
tion for a “Knowledge Bank to strengthen
analytical work in support of our member
countries and build the Bank's capacity to
be Africa’s voice in the internationa! devel-
opment arena.

During the year, we consclidated our human
respurces capacity, recruiting increasingly
diverse, high quality staff, with the right skills
mix and cross cutting expertise. We are in
the process of filling all professional vacan-
cies and hiring local staff in field offices.
During the year, | also visited a cross section
of our RMCs, 18 countries in total, to deepen
my understanding of the Bank's work on the
ground and to hear from the authorities and
stakeholders about their expectations from

the Bank. These visits further underscored
the need for (i) effective field presence; (ii)
selectivity in our operations; (i) greater
efforts at eflective portfolic management;
and {iv} strengthened partrerships with
other donors on the ground. African leaders
reiterated the essential role of the AfDB in
their development efforts and their expecta-
tions for the Bank Group to grow as the
preferred channel of external assistance and
champion of Afr can development.

In the spirit of pursuing enhanced regional
integration, we deepened our relationship
with other African institutions: the African
Union, NEPAD, and ECA, regicnal economic
blocks, and development partners. We also
continued to build strategic partnerships
with multilateral and bilateral institutions,
to maximize complementarity of our devel-
opment efforts in the spirit of the Paris
Declaration on Harmonization, Alignment
and Managing for Development Results.
In 2006, the Bank took measures to main-
stream the principles of this agenda into all
its operations, issuing a revised Action Plan
that incorporates monitorable actions at the
institutional and country levels,

The sustained racord of operations in 20086,
notwithstanding institutional and staffing
constraints, is 4 tribute to the hard work
and dedication of our staff, Total financ-
ing approvals for Bank Group operations
reached a record high of UA 2.59 billion, a
13.1 per cent increase from UA 2.29 hillion
in 2005. Approvals from the ADB window
increased from UA 868.7 million in 2005
to UA 1.05 billion in 2006, a 20.9 per cent
increase, while approvals from the ADF
window increased from UA 1.42 billion in
2005 to UA 1.34 billion in 2006, a 8.5 per
cent increase. Approvals from the NTF were




suspended in 2006 pending finalization of
consultations with the Nigerian Government
on the future of the NTF, whose life has been
extended for another year for the purpose.

Qut of the UA 3.42 hillion total allocations
under ADF-X, UA 2.22 hillion had been com-
mittec by the end of 2006. The remaining
UA 1.2 billion will be used to finance opera-
tions under the Bank’s indicative program
in 2007. The Bank Group also continued
to mobilize resources for debt relief and
co-financing from development partners. By
the end of the year, it had mabilized US$
2.37 billion under the HIPC Trust Fund to
help reduce the debt obligations of 17 RMCs
that had reached completion point and 8
that were in the interim pericd. 1 am glad to
report progress made to clear arrears for the
Central African Republic and the sustained
efforts underway, among partners, to find
a solution for Liberia’s debt. Overall, with
other development partners, the Bank Group
co-financed projects amounting to UA 11.7
billion — more than triple the UA 3.19 billion
allocated in 2005. The Bank contributed
UA 1.32 billion, while external development
partners contributed UA 4.24 bitlion.

| am pleased to report that the Bank Group
continued to maintain its strong finan-
cial position with income before transfers
approved by the Board of Governors at UA
248.25 million. The confidence of the capital
markets was further confirmed by the Bank’s
successful launch of its fifth global bond
issue. Qur halance sheet remains strong
with the AAA rating of the Bank senior
debt reaffirmed. This reflects the Bank's
sound capital adequacy and prudent finan-
cial management and policies. The medium
term financial position of the Bank remains
solid and its risk bearing capacity sound. We
will continue to implement finandial policies
designed 1o ensure that the Bank's financial
assets remain strong and are deployed
optimally,

We took steps in 2006 to continue to remain
accountable to stakeholders: We established
an Independent Review Mechanism, which
will ensure that the Bank Group complies
with its own policies and procedures; we
adopted a proposal to “Establish an Anti-
corruption and Fraud Investigation Function”
as a core part of our policy on good govern-
ance; we set up a new Anti-corruption and
Fraud Division in the Office of the Auditor-
General to reinforce institutional and opera-
tional integrity; and we created a new
Governance and Economic Management
Department that will strengthen the capacity
and framewaork of RMCs to build institutions
that are transparent, accountable, and have
adeguate capacity to deliver services to the
poputation.

The Bank continued to seek support for its
prioritization process by increasing resources
allocated to water, infrastructure, and multi-
national operations. We will continue to be
selective and to focus on areas where we
can add value, in complementarity with our
partners. | am glad to report progress in the
water sector, in line with the ambitions of the
Bank and with its ongoing water initiatives.
We will step up our efforts in this area.

The Bank continued to make progress in pri-
vate sector development. Total private sector
approvals rose significantly to UA 278.5 mil-
lion by December 2006, up from UA 180.1
million in 2005, | expect this upward trend
to continue in 2007 with an increase in non
sovereign operations. This is in addition to
specific measures and reforms that target
the private sector enabling environment.

We held the Mid-Term Review of ADF-X at
The Hague, followed by initial discussions
on ADF-X1 in Dar es Salaam. We were able
to assess achievements made, identify gaps,
and lay the foundation for further progress.
We are aware of the large window of oppor-
tunity for Africa and the Bank Group and |

look forward to a successful replenishment
of ADF-XI.

in view of the changes in Africa and interna-
tionally, and of the increased demands made
on the Bank, | established a High Level Panel
of eminent persons to advise on a long-term
vision, in conformity with our pledge to
deliver more within the emerging global aid
architecture. The panel, co-chaired by former
Prasident Joaquim Chissano of Mozambique
and former Prime Minister Paul Martin of
Canada, will present its recommendations
in 2007.

The year 2006 started with a clear resolve
by all of us to consolidate the Bank's gains,
expedite reforms, and pursue the delivery
and results agenda. Qur determination was
reinforced by the unique period of optimism
and opportunity for Africa, manifested by
sustained growth for the sixth year, and the
extent of the exceptional consensus on what
needs to be done by Africa itself and its part-
ners. This Annual Report is a record of what
we achieved in the past year and an indica-
tion of where we want to be at the end of
2007. Although it outlines challenges, we
remain determined to achieve results. We
are certain that with the continued support
of our shareholders, the Year 2007 wi